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The study investigates whether earnings management around the time of seasoned equity
offerings can explain subsequent poor performance, using discretionary current accruals as proxy for
eamnings management. ] examine a sample of 115 equity offerings are obtained from The Stock
Exchange of Thailand between 1996-2000. I examine earnings management by using modified Jones
model (1991), Predicting discretionary accruals, the difference between realized accruals and
predicted non-discretionary accruals.

The study is divided into two parts. Firstly, I investigate the relation between camings change
and discretionary current accruals. Secondly, I test the relation between abnormal returns and
discretionary current accruals.

The results indicate evidence of income-increasing accruals in offerings year. The evidence
do not, however, find that discretionary current accruals have no reliable predictive ability poor
eamings changes after issued year. There is relation between abnormal retumns two years later and
discretionary accruals. These finding suggest that investors may naively extrapolating pre-issue
eamnings without adjusting for possible manipulation of reported earnings. In addition, the investors

interested in earning of issued firm rather than complicate financial statement data.





